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JOURNAL 


OF AMERICAN INSURANCE 


OUR COVERS 


INAUGURATION DAY on January 20 will 
again memorialize for all Americans that 
first ceremony and the most famous of 
all Presidents, George Washington, shown 
in our front cover scene taking the oath 
of office at Federal Hall in New York 
1 Look at the New Kalamazoo! City, April 30, 1789. He is the only Presi- 
dent ever elected unanimously. 

The slab of brownstone, 10 feet by 5 
feet 4 inches, on which he stood is pre- 
served in a bronze frame on the south 

> ‘ wall of the building. 
8 Where's the Cheer in Chaos? President-elect John Fitzgerald Kennedy 
will be the first to be inaugurated at the 
newly extended east front of the Capitol 
(back cover). Washington laid the corner- 
stone on September 18, 1793; it was first 
occupied by Congress in 1800. Extension 
of the east front, recommended by archi- 
tects of the Capitol since 1864, was au- 

> ‘ thorized by Congress on August 5, 1955. 
16 What's Ahead in the Motor World? With added grandeur during the inaugu- 
ration program, the Capitol stands always 
as a monument enshrining the heartbeat 
of U. S. government of, by and for a 
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They’ve made vast changes there for safety’s 


sake and now are nationally acclaimed. 


THERE’S A FLAME glowing brightly in the 
Kalamazoo city hall today, but no one has called 
the fire department. In fact, its presence is 
cause for celebration among the city’s firemen. 

It’s the “Flame of Life,” an award recently 
presented to Kalamazoo by the National Safety 
Council, singling out this city as the one which 
has done the most to protect its citizens from 
accidents of all kinds. It takes into account 
accident prevention in traffic, work, homes, 
schools, recreation, transportation and on farms. 
Kalamazoo is the first city honored with the 
newly created “Flame of Life” award. 

After months of gathering and analyzing 
safety data from 278 cities of more than 50,000 
population, all departments of the National 


JANUARY, 1961 


Safety Council submitted their findings to the 
members of the council’s awards committee. 
Other cities may have better accident rates, 
but Kalamazoo stood pre-eminent in overall 
safety to win the award. 

It is a tall Steuben glass trophy simulating a 
flame and is now proudly displayed on an illu- 
minated revolving pedestal in the city hall. For 
Kalamazoo it is the topping for a strong safety 
program launched 13 years ago. 

This southwestern Michigan community of 
82,000 was then faced with a serious industrial 
accident problem. Hundreds of factory workers 
were continually being hospitalized because of 
on-the-job mishaps. Business and industrial 
leaders decided that the time had come to 




















Look At The New Kalamazoo! 





organize a local safety council. One of the first 
jobs tackled by the new council was to circulate 
monthly bulletins to all Kalamazoo area indus- 
tries, giving the accident figures for the pre- 
ceding month. 

Soon each firm was comparing its safety 
record with those of others. Safety became a 
contest among the city’s industries, and acci- 
dents took a sharp drop. Last year the indus- 
trial accident rate was 81 per cent lower than 
the rate in 1947. 

Another grave concern of Kalamazoo safety 
leaders was the high percentage of pedestrian 
traffic deaths each year. Nearly half of the city’s 
traffic fatalities during the period of 1952-57 
involved pedestrians. The Kalamazoo Area 
Safety Council undertook to determine what 
should be done to adopt an enforceable pedes- 
trian program. 

Two types of pedestrian ordinances were in- 
vestigated—prohibitive and permissive. Mem- 
bers of the council were polled, and the major- 
ity decided in favor of the permissive type. 

Considered by some authorities as being too 
unconventional, the permissive type program 
governs pedestrian habits to a much lesser de- 
gree than does the prohibitive. For example, 
pedestrians are allowed to cross streets in mid- 
block (jaywalking) as long as they in no way 
interfere with vehicular traffic. Crossing a 
downtown street in mid-block at 4 a.m. is not 
a Violation, but don’t try it during a rush period. 
This program, to be successful, calls for com- 
mon sense by pedestrians and motorists and is 
adopted as a fair rule of rights for both. 

Sixty days before the ordinance went into 
effect, the safety council conducted an intensive 







































Kalamazoo Mayor James Gilmore (left) accepts the “Flame of 
Life’ award from National Safety Council President Howard 
Pyle during the recent 48th Annual National Safety Congress. 


DRIVER EDUCATION 


Kalamazoo Association of Insurance Agents was in- 
strumental in establishing city’s driver education 
program in 1950, one reason why motorists pay one 
of the lowest automobile insurance rates in state. 





SCHOOL INSPECTION 


Regular inspections of high school industrial art 
shops are conducted by safety engineers from city’s 
many industries. These inspections instill a growing 
safety awareness among teachers and students alike. 


pedestrian education program, explaining the 
ordinance and what was to be expected of 
motorists and pedestrians. Leaflets were dis- 
tributed throughout the city, placards were dis- 
played in downtown and business areas, Boy 
Scouts paraded with signboards, warnings were 
issued at sporting events and announcements 
were made during church services. 

On November 12, 1958, the ordinance became 
enforceable and police were ordered to issue 
tickets to pedestrian violators, requiring them 
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PEDESTRIAN PROTECTION 
Boy Scouts participate in Kalamazoo pedestrian protection 
program by carrying signboards to alert city’s residents to 
new ordinance. Pedestrian violators are ticketed and fined 
in traffic court, just as are Kalamazoo’s careless motorists. 


Seely shes 


P AS Ri ee 
SAFETY CONFERENCE 
Safety-conscious citizens of Kalamazoo take part each year 
in the annual Southwestern Michigan Safety Conference, just 


one of the many activities sponsored by the safety council. 
Interest of this type brought them the “safest city” award. 
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to make an appearance in traffic court. The 
first full year of the Pedestrian Protection 
Ordinance, 1959, there were 1,209 convictions. 
Fines were usually slight, but court lectures 
were harsh. Today many violators are ordered 
to serve as pedestrian safety promoters in warn- 
ing would-be violators. Pedestrian deaths, like 
industrial accidents, soon started to decline. 
One year before the council was organized, 
Kalamazoo had 11 traffic deaths with more 
than half the victims being pedestrians. In 
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CHILD SAFETY 


Educating youngsters in good safety habits is one of the 
most vital duties of the Kalamazoo Area Safety Council. For 
summer months, when school crossing guards are not on duty, 
council sends door stickers to be used as safety reminders. 
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SAFETY SUNDAY 


Traffic safety gets church support on Traffic Safety Sunday. 
Day away from work doesn’t mean a day away from safety in 
Kalamazoo. City’s clerygmen were among the first to offer 
their assistance in helping to organize a safety council. 
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1959, the city had three fatalities—not one 
being a pedestrian. 

Visitors to Kalamazoo can immediately sense 
that safety is not just a word found on the 
local safety council’s headquarters. Throughout 
the city, residents are trying to live up to their 
new reputation. Motorists seem more concerned 
with getting home safely than with getting 
home quickly. Pedestrians pay close attention 
to the many “Walk” and “Don’t Walk” signs at 
busy intersections. The notorious battle be- 
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tween the horn-blowing motorist and the fist- 
shaking pedestrian is a thing of the past. 

Safety goes far beyond Kalamazoo’s streets 
and its sidewalks. It is everywhere all of the 
time. For instance, Kalamazoo County’s 90 
lakes are protected by a Water Safety and 
Rescue Association, comprised of some 1,000 
volunteers who devote their spare time to edu- 
cating citizens in water safety. The volunteers 
also man rescue and first aid stations at busy 
lakes. 

A home safety project was inaugurated in 
1949. From 1934 to 1948, the city had a home 
accident fatality rate of 27 persons per 100,000. 
Today that rate has been reduced by half. 

In the rural areas of the county, a safety pro- 
gram is being conducted by farm bureau groups, 
the agricultural extension service and its farm 
agents, 4-H clubs and a rural safety committee, 
all working under the coordination of the Kala- 
mazoo Area Safety Council. 

Safety education extends into the city’s many 
public and parochial schools, with one of the 
most recent steps being a regular inspection of 
industrial art shops by safety engineers. The 
safety council has discovered that corrective 
suggestions made by outsiders, rather than by 
instructors, get much quicker results. 


Insurance Agents Teach Driver Education 


In 1950, the Kalamazoo Association of Insur- 
ance Agents was instrumental in establishing 
and subsidizing a driver education program. It 
is one reason why Kalamazoo motorists today 
pay one of the lowest insurance premium rates 
in the state of Michigan. 

Just setting up a safety program is not the 
answer in the battle against accidents, accord- 
ing to Stanley G. Peck, director of the Kala- 
mazoo Area Safety Council. 

Peck, who has been heading the council for 
the past five years, believes that a successful 
safety council must establish a program specif- 
ically designed to combat the community’s spe- 
cial problems. “There’s no recipe for safety,” 
Peck said. “What is good for one community is 
not necessarily good for another.” 

Clarence E. Elliott, city manager, feels that 
Kalamazoo residents are unusually responsive, 
therefore making the public officials responsive. 
If a Mrs. Jones complains about a traffic condi- 


tion in her neighborhood, it is immediately 
investigated. 

Another factor Kalamazoo has going for it 
is the city’s police force, which has been cited 
by the International Association of Chiefs of 
Police for its excellent traffic control program. 
Backing up the officers is the city’s fine traffic 
court, commended several times by the Ameri- 
can Bar Association. 

Along with seeing to it that its present popu- 
lation is protected, Kalamazoo is attracting a 
steady stream of new residents. In the past 10 
years the community has increased its popula- 
tion by nearly 50 per cent, from 57,000 in 1950 
to more than 82,000 today. Because of the city’s 
diversified industry—from pansy growing to the 
manufacture of paper and pharmaceuticals — 
Kalamazoo has one of the lowest rates of unem- 
ployment in the country. 


Mall Proves Both Practical and Popular 


Another pride of the new Kalamazoo is the 
first permanent mall in the United States. Built 
in an attempt to help alleviate downtown traffic 
congestion, its success is reflected in plans by 
city fathers to extend it from its present four- 
block length in Burdick street to eventually 
cover eight square blocks in the city’s center. 
Designs are being made to have electric shuttle 
bus service weaving through this area, the only 
moving vehicles to be allowed within. Ringing 
the gigantic project will be a divided superhigh- 
way with ramps leading to and from off-street 
parking facilities built to handle a minimum 
of 12,000 cars. 

Safety is still a problem in Kalamazoo and, 
as in all cities, will remain a problem in the 
future. What is being done to correct the prob- 
lem makes Kalamazoo stand out above other 
cities. 

Stan Peck and his large, dedicated safety 
council membership have no plans to rest on 
their safest-city laurels. Said Peck: 

“If you beat the drum for five years and then 
stop for one month it’s going to take another 
five years to get back up to where you started. 
We have to push our program in all of its 
present fields and try to take on a few more. 
After all, we haven’t stopped deaths and acci- 
dents, we’ve just slowed them down.” 

With the Flame of Life shining brightly in 
Kalamazoo today, Peck and his safety council 
members are taking steps to see that it never 
goes out. © 
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Industrial hygienists 
take over to cope with 
health problems in our 


| advancing technology. 





‘‘G MEN’’ on Job Hazards 


PEOPLE WHO SAY their jobs make them sick 
are mostly exaggerating. But a growing number 
of them are simply stating a fact: Occupational 
health problems are multiplying as an unfortu- 
nate by-product of the nation’s advances in 
technology. 

Industrial hygiene has become a major con- 
cern of workers, employers and insurers alike 
as job environments have been invaded by 
potentially dangerous fumes, dusts, irritants 
and toxic chemicals. More than 4,000 new 
compounds are now being discovered and put 
to use each year in products ranging from loaves 
of bread to space satellites. 

Yet, despite this enormous increase in the 
variety of occupational health hazards, records 
of the National Safety Council show that the 
average American worker is safer on the job 
than ever before. Work injuries of all types 


have been reduced 51 per cent since 1939, . 


thanks largely to better safety engineering and 
health control measures devised by industry 
and its insurance carriers. 

Concrete evidence of their joint efforts in 
improving on-the-job health is the Industrial 
Hygiene Foundation, a non-profit research or- 
ganization supported by 250 of the nation’s 
industrial corporations and 150 insurance com- 


’ panies. Organized in 1935 at Pittsburgh’s Mellon 


Institute, the foundation originally devoted it- 


_ self almost full time to research silicosis, a 


wide-spread lung disorder caused by many years 
of inhaling quartz dust. Today its health 


Research aimed at controlling occupational health hazards is 
the main job of Pittsburgh’s 25-year-old Industrial Hygiene 
Foundation, supported by industrial firms and their insurers. 
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“G Men” on Job Hazards 


sleuthing covers a wide range of products and 
processes potentially detrimental to the health 
of exposed workers. 

Those versatile new epoxy-resins, for example, 
are a frequent cause of troublesome skin rashes. 
Welding fumes and irritating dusts often lead 
to inflammation of the eyes. Acids eat away 
tooth enamel, causing decay and ruining the 
appearance of workers’ mouths. Most serious 
of all are the systemic poisons, ranging from 
old-fashioned arsenic and mercury to the new 
boron compounds used in rocket fuels and the 
manufacture of plastics. Prolonged exposure 
to some of these highly toxic substances can 
bring on ailments of the lungs, liver and kidneys 
and even increase the incidence of cancer. 

Industrial companies and insurers may call on 
the foundation’s staff of health experts to pro- 
vide information on a single product or to evalu- 
ate the hazards in an entire plant or industry. 
Experienced hygienists size up such hazards 
with an environmental survey, climbing smoke- 
stacks and prowling assembly lines to collect 
samples of fumes, vapors and dusts for study in 
the foundation’s ‘aboratories. There, toxic con- 
centrations can be accurately measured and 
their effects tested on rabbits, rats and other 
experimental anjmals. The foundation’s en- 
gineering staff has also invented a number of 
air-pollution instyuments to make possible long- 
range studies of single plant or an entire city. 

One industry-wide project undertaken by the 
foundation involved a study of heat exposures 
in the glass industry. Manufacturers wanted 
to measure the eifectiveness of their ventilating 





systems and “man-cooling” fans, particularly 
for production employees working near hot 
machines. The foundation’s experts reported 
that some workers were still absorbing danger- 
ous amounts of radiant heat, which cannot be 
reduced effectively by ventilation. They devised 
aluminum screens to shield the machines and 
thereby cut workers’ exposure by 75 per cent. 
Other extensive field projects have included a 
community air-pollution study for the city of 
New Haven, Connecticut, an evaluation of a 
large oil company’s medical facilities and pre- 
ventive medicine program, and the development 
of techniques for tracking stack gases over long 
distances. 

Not all research is conducted in the field, 
however. Some of the foundation’s most useful 
work consists of toxicological studies on new 
chemicals and industrial processes. One such 
study was conducted at the request of fluores- 
cent lamp manufacturers, who ran into trouble 
with their early models when severe lung dis- 
eases resulted from the use of phosphors con- 
taining beryllium. New non-toxic phosphors 
were developed and tested on animals at the 
foundatiuvn’s laboratories. 

“The first line of defense in the prevention 
of occupational diseases is the information 
obtained from toxicological investigation,” says 
Dr. H. H. Schrenk, managing director of the 
foundation. “Knowledge that a chemical may 
cause permanent injury to the eyes serves to 
emphasize the need for rigorous eye protection 
beginning with the development of the mate- 
rial. Knowledge that a chemical is rapidly 
absorbed through the intact skin may save 
a life.” 

Equally important in controlling health haz- 






























ards is the constant vig:lance of employers, 
particularly when introducing new processes. 
About 1,000 large industrial firms now employ 
their own hygienists, and many others consult 
the foundation’s staff of experts when design- 
ing a new plant or changing an old one. Un- 
fortunately, the nation’s three million small 
and medium-sized businesses— which employ 
two-thirds of the total labor force—often do 
neither. 

“The majority of small plants simply fail to 
take toxicity into consideration when they adopt 
new materials. They just don’t recognize that 
they’re dealing with dynamite,” says Dr. Henry 
N. Doyle, assistant chief of the occupational 
health program of the U. S. Public Health 
Service. 


Leadership of Insurance Industry Lauded 


Doyle’s boss, Dr. Harold Magnuson, told a re- 
cent forum sponsored by the National Health 
Council that small companies should seek out 
all the help they can get, particularly the 
safety engineering and industrial hygiene serv- 
ices available free from their insurers. 

“The insurance industry has played an im- 
portant part in providing leadership in health 
maintenance and preventive medicine in both 
occupational and non-occupational accidents 
and illness,’ Dr. Magnuson noted. “Starting 
with accident prevention and safety guidance, 
the insurance carrier is generally well acquainted 
with the physical environmental factors, work 
requirements and other occupational conditions. 
Also, the insurance carriers work closely with 
the local medical profession in such matters as 
claims, disability and medical costs.” 

With an estimated 50 million work days a 


on 

New chemicals and potentially 
harmful dusts are tested at the 
foundation’ s soxkolvent lab 
on ~ guinea Pigs, , rabbits. 










year already being lost because of occupational 
illness, the matter of cost has become a major 
spur to better health programs in industry. 
Workmen’s compensation awards for silicosis 
alone amount to more than $10 million a year. 
Since management now tends to pay a large 
share of the tab for hospitalization and medical 
benefits as well, bad health has become more 
and more a direct production cost. 

Mutual insurance companies strongly advo- 
cate pre-employment physicals, periodic medi- 
cal exams for employees, periodic inspection 
of the plant for health hazards, and the main- 
tenance of accurate accident and sickness rec- 
ords as the best answer to occupational health 
problems. Although the small company often 
feels it cannot afford the expense, surveys by 
both the U. S. Public Health Service and the 
National Association of Manufacturers confirm 
that preventive medicine and industrial hygiene 
are paying propositions. 

The NAM survey, reported by the National 
Health Council in The Health of People Who 
Work, gives the following results for 1,625 large 
and small companies that now have such pro- 
grams: Labor turnover has dropped by an 
average of 27.3 per cent, absenteeism has de- 
clined 29.7 per cent and workmen’s compensa- 
tion premiums have been reduced 28.8 per cent. 

As new and potentially hazardous products 
pour from the laboratories in an ever-quicken- 
ing stream, both financial and humanitarian 
considerations demand that workers not be 
required to risk the most precious product of 
all—their health. The insurance industry’s own 
resources, and those of affiliated health agencies 
such as the Industrial Hygiene Foundation, are 
dedicated to reducing that risk. © 















“HAPPY NEW YEAR! Cheer up! You’re going 
to get a break at last on your automobile insur- 
ance.” 

Every car owner is being promised that in one 
form or another. Too many motorists are count- 
ing on it. More than a few are going to be 
disappointed. True, competition for the car 
owner’s automobile insurance business is grow- 
ing feverish. Companies have come out with 
one new plan after another for lowering insur- 
ance premiums. And one report promises that, 
“There’s something in the bag of goodies for 
most motorists .. .” 

Unfortunately, the promised cheer will be 
short-lived. For it is a mirage arising from the 
public confusion and misunderstanding about 
property and casualty insurance. 


End Result Could Be Socialized Insurance 


The facts are that the feverish competition, 
the spate of new plans and the skimming off 
of favored drivers have put the insurance in- 
dustry and the public interest dangerously “‘near 
the brink.” The resulting instability in the in- 
dustry, the insolvency of companies and the 
general chaotic conditions portend anything 
but cheerful consequences. 

Many policyholders and claimants are going 
to suffer. 

The public’s confidence in insurance as an 
institution is going to be tested. 

The small insurance entrepreneur will be 
eliminated. 

Business will be concentrated in the hands of 
fewer companies. 

And if the economic dislocation is severe 
enough, those in government will seek a solu- 





WHERE’S 


tion which could take the form of federal regu- 
lation or socialized insurance. 

What alternative does the insurance industry 
have to offer? Eight propositions are presented 
on these pages. The mutual fire and casualty 
insurance companies believe these eight propo- 
sitions are essential for a solvent competitive 
system of private insurance, capable of carry- 
ing out its proper function in our economy and 
serving the public at fair prices. 

Meanwhile, the problem has been probed by the 
government for the past two years. Under the 
initial chairmanship of Senator J. C. O'Mahoney 
(term ending January 3), the subcommittee on 
antitrust and monopoly of the Committee on 
the Judiciary of the U. S. Senate has been—and 
still is—investigating the effectiveness of state 
regulation of insurance under Public Law 15, 
the McCarran-Ferguson Act of 1945. This act 
ensued from the historic U. S. Supreme Court 
decision in the Southeastern Underwriters As- 
sociation case. The court held that insurance 
is interstate commerce and therefore is subject 
to the interstate commerce regulations of the 
federal government. 


States Were Given Primary Responsibility 


But even the lawmakers recognized that regu- 
lation by a remote federal bureaucracy assured 
no solution. Local needs and conditions govern 
in insurance. The industry must be kept adapt- 
able in order to serve effectively the economic 
security of individuals, industry and commerce. 

Therefore, in enacting Public Law 15 Congress 
declared that “the continued regulation and 
taxation by the several states of the business 
of insurance is in the public interest.” Accord- 


JOURNAL OF AMERICAN INSURANCE 





























THE CHEER IN CHAOS? 


ingly, the application of federal laws to the 
business of insurance was put under a mor- 
atorium until January 1, 1948, in order to allow 
the states to develop regulatory systems to meet 
the problem. It was provided that after that 
date, the federal acts governing antitrust and 
fair trade practices “shall be applicable to the 
business of insurance to the extent that such 
business is not regulated by state law.” 


Double Standard on Rates Has Been Baneful 


That regulation by state law is at issue in 
the O’Mahoney subcommittee investigation. The 
subcommittee is studying the extent to which 
state insurance regulation has been able to pro- 
vide, on the one hand, regulated rate making 
done in concert while at the same time assuring 
a competitive atmosphere. 

As a nationwide policy the principle of con- 
certed rate making, under state regulation, has 
been established at the state level for 12 years. 
It was so established in model legislation de- 
vised through joint efforts of the insurance 
industry and state insurance departments fol- 
lowing enactment of Public Law 15. It provides 
for rates to be made on the basis of experience 
statistics filed with the state commissioners or 
superintendents of insurance. It provides for 
the filing of rates by a company independently 
or by a rating organization, or bureau, of which 
the company is a member or subscriber. 

Operation of the bureaus is under state regu- 
lation. When filed, rates are subject to approval 
by the state commissioners or superintendents 
of insurance. These rating concepts have been 
accompanied by the creation of extensive state 
codes governing the conduct of the insurance 
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business. These codes include standards for the 
solvency of companies, the forms of insurance 
coverage, and the performance of companies, 
of statistical and rating organizations, and of 
agents. 

But the rate regulatory system for the fire 
and casualty lines has been deteriorating for 
several years. The bane at the root of this is 
the double standard in rate making—one stand- 
ard for independent insurance companies and 
another standard for rating organizations, or 
bureaus. 

This double-standard ogre has sired the 
“feverish competition” and the spate of new 
plans to cut and undercut premiums, all of 
which have sometimes been mistakenly hailed 
as cheer-up news for motorists. 


Adequate Rates Vital to Public Interest 


Almost since the inception of rate regulatory 
discussions, some insurance companies have de- 
manded a less strict standard for their rates 
than for the rates filed by rating organizations. 

While some states rejected the double stand- 
ard in the adoption of rating laws, most states 
adopted the practice. Accordingly, the same 
standards are not always applied to independ- 
ent filings as are applied to bureau filings. Fil- 
ings for some companies are sometimes approved 
even though unsupported by credible evidence. 
Often no supporting information has been re- 
quired when an independent files for an in- 
creased rate below that of the bureau rate. But 
the mere fact that a proposed rate is lower than 
the bureau rate is not sufficient support for 
approval. If the test of adequacy is not met, 
the protection of the policyholder is in jeopardy, 
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for without the backing of adequate rates, claims 
cannot be paid. 

If the state commissioner or superintendent 
holds the bureau to proof and foregoes proof 
for the independent company, the double stand- 
ard is being practiced. The main criterion for 
approval seems to be based upon the clamor 
for a lower rate rather than upon the required 
standards of the law. 

The test of adequacy and of the public interest 
seems to be all but forgotten. New rating plans 
and new combinations of coverages are being 
developed as a thin disguise for an outright 
rate war. Companies are going out of existence 
via the merger route rather than risk the pros- 
pect of failure. The toll of companies that 
succumb outright to the pressure is still to be 
counted. Bureaus are acting as mere filing 
agents, with a consequent deterioration of their 
sense of responsibility for the validity of their 
filings. 

We are entering—if we are not already in— 
an era of “dog eat dog,” “devil take the hind- 
most,” and “survival of the fittest,” all in the 
name of competition. Those who favor open 
competition, with the relative absence of all 
regulations as to rates, forms and practices, 
maintain and possibly believe that freedom 
from regulation is really in the public interest. 
Keen competition, they say, forces the best in 
coverage and the lowest price from insurers in 
favor of the insureds. 


“Open Competition” Inapt for Insurance 


These proponents of free and open competi- 
tion in the insurance industry are notorious and 
dangerous false prophets. They have erroneously 
assumed or pretended that insurance is the 
same as most other commodities sold in the 
market place. That is not true for at least nine 
different reasons: 

1. The price of insurance cannot be exactly 
determined by costs incurred in the past. In- 
surance costs depend upon future events which 
may or may not occur. 

2. Insurance is a promise to meet obligations 
which have not been incurred when the promise 
is made. 

3. Insurance collects in advance of perform- 
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ance large sums of money which later must be 
paid out. 

4. Money is collected in advance from policy- 
holders and is later claimed by persons not 
parties to the contracts. 

5. The insurance product is extraordinarily 
difficult to judge as compared with other prod- 
ucts, as for example washing machines. With 
them, all the component parts and cost factors 
can be itemized. 

6. The law of supply and demand is not 
fully applicable to insurance. 

7. The cost of the necessary service promised 
is greatly disproportionate to the price paid. 
Those promised services are contingent upon 
future unknown events; how then price them? 

8. The consequences of failure of an insur- 
ance company are more serious than in the 
case of other individual businesses. Whole groups 
of policyholders, blocks of homes and multiple 
businesses are dependent upon the solvency of 
an insurance company. 

9. Competition alone does not serve as a 
satisfactory regulator. 


Inadequate Rate Levels No Public Bargain 


It is true that competition may offer a tempo- 
rary advantage to a select few. But the inescap- 
able consequences of an inadequate rate level 
are that the public as a whole suffers. It is 
axiomatic in insurance that uncontrolled price 
competition automatically leads to greater and 
greater selectivity of risks. That in turn leads 
to a limited market for the nonselected risks. 
The final result is a serious injury to the public 
through lack of insurance protection or through 
prohibitive pricing of insurance for undesirable 
risks, or both. 

If these consequences are not taken into 
account, the popular appeal of unregulated 
competition is strong and delusive. In the 
struggle for public favor, some companies may 
develop varying forms of coverage to appeal to 
the whims of public taste and may cater to 
public demand for lower prices. In the general 
economic warfare to meet this competition, 
some companies will not be able to survive. 
Some companies admittedly are stronger than 
others. Some do not have the resources, finan- 
cial or otherwise, to withstand this attrition. 
These companies, large or small, must succumb 
either by insolvency or by merger with their 
more powerful competitors. 
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Ironically, some of those who have stimulated 
a demand for vigorous, open competition have 
at the same time shown grave concern that the 
developing trend of company mergers will create 
a monopoly. This concern betrays either a lack 
of knowledge of cause and effect or else a callous 
indifference to an insuring public that will suffer 
if companies are not permitted to merge to 
forestall insolvency. 

How can companies limited by resources, ter- 
ritory and lines of insurance be pitted against 
companies with vast resources operating nation- 
wide? Without regulation these large companies 
ultimately can freeze out their competitors. The 
devices and the weapons may be loss leaders, 
commission wars, drying up of reinsurance facil- 
ities and numerous other methods, not to men- 
tion the inherent advantage of a well-staffed 
and well-financed organization. 

With or without an O’Mahoney subcommittee, 
the great question to which the insurance ad- 
visory authorities should be addressing them- 
selves is whether the all-industry patterns of 
law established in the wake of Public Law 15 
are adequate to assure what we must have, 
namely, insurance availability, safety, reason- 
able rates, equal treatment of buyers and stand- 
ardization of classifications and forms or whether 
these objectives can be achieved only by more 
drastic measures, such as mandatory bureau 
membership. 


Eight Steps Necessary to Regain Stability 


The eight propositions outlined on this page 
are offered by the American Mutual Insurance 
Alliance in the hope that their activation by 
the regulatory officials and the legislatures, and 
the conscientious enforcement of them, will 
lead us out of the present chaotic state and 
return stability to the insurance business. 

Many farsighted companies recognize that 
the offering of cut rates and tailored coverages 
are in the long run not beneficial for the in- 
suring public, but these same companies are 
forced to resort to them against their basic 
beliefs because of the practical consideration of 
keeping alive in a highly competitive market. 

It is up to the state commissioners and legis- 
latures to decide by action or inaction whether 
we will continue further into the mirage of 
half-regulated competition with all of its con- 
sequences or begin a return to stability. For 
the good of the public interest, the era of the 
double standard must go. © 
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ORDER OUT OF CHAOS 


Eight proposals in the public interest to correct 
the double standard in insurance rate making. 


1. AN EFFECTIVE PATTERN of rate regulation must be fol- 
lowed by the state insurance departments, competently and 
adequately staffed, (a) to protect the industry against im- 
proper use of economic power, the net result of which would 
destroy competition, and (b) to protect the public against 
insurance rates which are not justified. : 


2. SINCE INSURANCE RATES must be based on broad aver- 
ages, the operation of insurance rate-making bureaus must 
be preserved and protected against conditions which will 
destroy them. Under this test, it follows that rate filings, 
whether made by rate-making bureaus or by -independent 
filers, must be supported by credible evidence. 


3. RATING INCREASES must be granted and even required 
without regard to political considerations whenever credible 
evidence indicates the necessity; in like fashion, rate reduc- 
tions must be made promptly. 


4. AS A FORM OF INSURANCE becomes generally accepted 
by the public, basic policy forms should be standardized and 
made uniform so that the coverages may be understood by 
the public and be susceptible to proper analysis for rate- 
making purposes. Provision must be made for periodic review 
and consistent revision of any standard form so that improve- 
ment may be constant and so that departures may be rec- 
ognized and properly evaluated. 


5. IN GENERAL, statistical plans for standard forms of in- 
surance must be adopted for general use by all insurers, 
whether bureau members or independent, so that rate making 
may achieve maximum scientific accuracy and equity. 


6. A COMPETITIVE INSURANCE system does not necessarily 
contemplate uniform rates, but where rates are not uniform, 
each insurer, regardless of its status as a user of bureau rates 
or as an independent filer, should be entitled to follow a 
level of rates consistent with its method of operation, its loss 
cost and expense requirements demonstrable by credible 
evidence, 


7. WE BELIEVE that rate-making bureaus are the victims of 
many impositions under existing practices, as for instance in 
the use by independent filers of rate-level determinations and 
theories without compensating the bureaus therefor. We strongly 
recommend a reappraisal of this phase by state supervisors 
and the industry with a view of correcting any inequities. 


8. A DIFFICULTY of considerable importance has arisen with 
respect to rate filings on policies involving perils or forms of 
insurance which come within the jurisdiction of more than one 
bureau or within the purview of more than one rate filing. A 
solution to this problem is outlined in the following: 


When a rate filing is made respecting a policy that for 


an indivisible premium combines coverages of which sub- 


stantial parts involve (a) the filings of more than one bureau 
or (b) perils included in more than one filing or covered in 
part by a bureau filing and in part by independent filing, 
the rates for the combined coverages shall be consistent with 
the filings made for the respective coverages. Exceptions are: 
(1) The rate may take into account properly supported modi- 
fication representing savings in expenses or losses attributable 
to the combining of the coverages, and (2) With the consent 


_ of rating bureaus having jurisdiction, a single bureau may file 


the rates for the combined coverages conforming to the same 
that would be required of each separate rating 
© 
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MOTELS MOVE INTO A NEW ERA 


Those modest earlier day units at town’s edge 


are being supplanted by metropolitan creations. 


FOR THAT NEW, 1961 look in motels, consider 
the proposed McCormick Inn, scheduled for con- 
struction on Chicago’s lakefront this spring. 

It will be 20 stories tall, have 750 rooms, three 
swimming pools, a heliport, putting greens, and 
an ice skating rink. Opening date for this $15 
million giant is proposed for late in 1962 and 
will be the first stage of a 2,000-room motel- 
hotel complex. 

McCormick Inn is but one example of what is 
taking place within the motel industry, currently 
undergoing a transformation from the rows of 
tiny cabins behind rural gasoline stations to 
the towering, multi-million dollar structures 
locating in downtown areas. 

It wasn’t long ago that a person with a few 
extra dollars and a piece of land along a busy 
highway could retire from his job and open a 
motel. As late as 1950, the average room con- 
struction cost for building motels was only about 
$5,000. This cost has now more than doubled. 

Early motels usually consisted of several 
cabins, equipped with two “luxuries’—a wash- 
bowl and a water pitcher. A few went so far 
as to install running water. They were informal, 
to say the least. 

This was back in the 1920s when the hordes of 
motoring nomads considered themselves fortu- 
nate to find overnight lodgings of any type. 
Motor vehicle registrations were soaring and 
good highways were starting to crisscross the 


nation. Hotels were bulging at their seams with 
guests. It was the enterprising farmer and gas 
station owner who were first to capitalize on 
this shortage of accommodations by building 
the first “tourist courts” or by tidying up spare 
bedrooms. It wasn’t until after World War II 
that this part-time operation began experiencing 
any real competition. Motels started to become 
common sights along nearly all highways. 

Today the industry is undergoing a glamorous 
face lifting. The luxurious Essex Inn, also lo- 
cated in the heart of Chicago, is 14 stories high 
and will be ready for occupancy early this year. 
Like McCormick Inn, the Essex will have con- 
vention and banquet facilities, restaurants and 
ample indoor parking facilities, making it a 
motor hotel in fact as well as in title. 

Boston’s 1,000-room Hotel America, not one to 
slight the needs of its guests, combines a luxury 
hotel, a motel and a conventional hotel under 
one roof, but serviced by three separate lobbies. 
In New York a 130-room motor inn was opened 
in mid-Manhattan, a few blocks from Broadway. 
Motels were at one time banned from many of 
these cities, which could be one reason for their 
“disguise.” 

While much of the present building trend is 
being concentrated in cities, near municipal 
airports and industrial centers, there are some 
people within the industry who believe that 
when the vast program of interstate highways 
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Aristocrat Inns of America 


Shoreline Lodge in Highland Park, Illinois, isn’t in 
the skyscraper motel class, but it ranks high in the 
field of safety. Combining fire-preventive materials 
with attractive colonial design, the motel has walls 
of wire lath and plaster with a double-thick brick ex- 
terior. Asphalt shingle roof is also a guard against 
fires. Safety measures helped owner obtain minimum 
insurance rates to offset added initial expenses. 


Ground will be broken this spring for the McCormick Inn, a 
$15 million, 20-story motel to be located on Chicago's lake 
front. It will have three swimming pools, a heliport, ice 
skating rink, putting greens and facilities to park 1,000 
autos. The first stage of development calls for 750 rooms, 
but the final plans show a 2,000-room motel-hotel complex. 
Growth of the motel industry has been so great that many 
insurance policies are now designed specifically for motels. 
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Motels Move Into a New Era 


becomes more of a reality, there will be a re- 
surgence back to the country, particularly near 
the highway interchanges. 

Major hotel chains, feeling the sting of com- 
petition from today’s 60,000 motels, are taking 
this forecast to heart. While motels make their 
bids in the cities, hotel management plans for 
a rural invasion. Invisible boundaries that once 
separated motel areas from hotel areas have 
been erased and the field has become wide open. 

Competition has accelerated not only in place- 
ment, but also in services offered guests. Motels 
are constantly upgrading their guest facilities. 
From washbowl and pitcher service, motels now 
offer television, wall-to-wall carpeting, swim- 
ming pools, restaurants, laundry service, air 
conditioning—even babysitters. 

There are a few ultra-luxurious motels which 
have bellboys, once a hotel exclusive. But as 
one motel executive put it: 

“Tf you can carry your own luggage and find 
your own room without feeling like a second- 
class citizen, chances are you’re in a motel.” 

Nevertheless, the new motels are becoming 
more like hotels. Motels could once be described 
as “horizontal hotels,” but even this is no longer 
true. The American Motel Magazine reports that 
more than half of the motels built last year 
have convention halls and some 80 per cent 
have restaurants. The average size of the motels 
constructed recently have nearly 100 units and 
most are two stories or more high. 

Quick to take note of this change in motel 
construction was the insurance industry. The 
latest insurance innovation for the motel opera- 


Hopkins Motel in Atlanta is keeping pace with fast-moving 
motel industry. Spacious restaurant was built over entrance 
driveway. Air conditioning is now common in the newer motels. 


American Motel Magazine 





tor is the combination motel policy, already 
adopted in North Carolina. It is expected that 
the Interregional Insurance Conference will 
soon recommend similar policies in other states. 

The package policy includes fire and extended 
coverage insurance, comprehensive general and 
comprehensive personal liability, burglary and 
robbery (broad form storekeepers) , comprehen- 
sive glass and innkeepers liability. Rates for fire 
and allied lines on motels, including restaurants 
and other auxiliary buildings, are offered to 
motel owners at a discount from separate policy 
premium totals. 

In addition to trying to cut premium costs 
through package policies, most insurance com- 
panies have highly trained inspection depart- 
ments which have developed sound motel safety 
programs for specific areas. These programs, if 
followed by the owners, usually lead to better 
insurance ratings and lower premiums, a wel- 
come boon to motel people facing fast-rising 
operating costs. 


Sprinkler Systems Reduce Insurance Costs 


Although most motels today are built of non- 
combustible materials, room fires still pose a 
grave problem. Careless smokers cause most of 
the fires, but many motel operators still refuse 
to post “No Smoking in Bed”’ signs. 

One operator explained: “I just don’t think 
it’s good business to tell guests what they can 
or cannot do. Besides, most of them don’t pay 
any attention to the signs anyway.” 

Sprinkler systems have helped in solving 
much of the careless smoker problem. Auto- 
matic sprinklers, although initially expensive, 
materially reduce motel insurance costs and 
also are a safeguard against loss of business 
income. A motel operator in Elmira, New York, 
found that his sprinkler system paid for itself 
in seven and a half years through insurance 
savings. This can be true in both the one-story 
country motels and the multi-story downtown 
skyscrapers. 

Whichever way the motel industry turns, 
whether it continues toward the cities or turns 
back toward the country, whether motels are 
constructed horizontally or vertically, one thing 
is certain: The insurance industry will continue 
to play a vital part in its growth. Insurance 
companies have given financial backing to much 
of the motel construction in the past, and are 
likely to play an even more important part in 
the future. © 
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FROM OUR ANNALS 


PRESIDENTIAL INAUGURATION © 


IT WAS DANIEL WEBSTER who made Inaugu- 
ration Day the hour of high calling for all the 
people, as well as for the new President, when 
he wrote a time-honored insurance policy for 
the undergirding of the nation. 


“Nothing will ruin the country if the people 
themselves wiil undertake its safety; and 
nothing can save it if they leave that safety 
in any hands but their own.” 


John F. Kennedy, who will be inaugurated the 
35th President of the United States on January 
20, endorsed such insurance for the nation in 
his first post-election statement: “To all Ameri- 
cans I say that the next four years are going 
to be difficult and challenging years for us 
all. ... 3 ask your hem. ...” 

President-elect Kennedy has the promise of 
the most virile public-opinion help in recent 
history, considering the record number who 
voted, the hairline yea-nay tally and the urgency 
of the issues which face the new Chief Executive. 

In fact, the people have never conceded a 
clear, unqualified mandate to any President, 
except perhaps to the first incumbent of the 
office, George Washington. He alone has the 
distinction of being elected unanimously to the 
high office. Even Presidents elected by over- 
whelming majorities, and who thus considered 
that they had a mandate, have been compelled 
to forgo certain of their policies either because 
of public opinion or those other ever-present 
restraints—Congress and the Supreme Court. 

Attended by high public interest, 43-year-old 
President-elect Kennedy will take office at a 
younger age than any predecessor except Theo- 
dore Roosevelt who was 42 when he succeeded 
to the office on September 14, 1901, following 
the assassination of President William McKinley. 

Theodore Roosevelt’s inauguration also marked 
the emergence of the Presidency into its modern 
phase as President-elect Kennedy will find it 
when he steps into the White House. The dy- 
namic Theodore Roosevelt is remembered for 
two terms and a strenuous life during which 
he fought for progressive reforms, efficient, 
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Freedom, the heritage of 179 million 
self-governing Americans, will ra- 
diate over the inaugural scene from 
the Statue of Freedom atop Capitol 
dome. Lincoln saw it being put in 
place, 1863. It is 20 feet tall and 
weighs 10 tons, sculptured in Italy 
by the American, Thomas Crawford. 


Library of Congress 


honest government and a vigorous foreign 
policy. 

Thereafter—if not earlier—the Presidency 
became what Merriman Smith, Washington 
newsman, described as “a four-year sentence to 
hard labor,” in A President Is Many Men. As 
originally established by the Federalists under 
the Constitution, the Presidency was a position 
of leadership, and the executive departments of 
the government were to constitute a ministry. 

But whatever great powers have now been 
vested in the President by the Constitution, 
custom and crisis, his authority still stems 
directly from the will of the people of the 50 
states and possessions, since the President and 
Vice President are the only two of all our elec- 
tive officers who are chosen by all the voters. 

Thus the President embodies the people’s 
elective will and represents the sovereignty of 
the American people to the world. As com- 
mander in chief of the armed forces, he holds 
awesome power for use in time of war, rebellion 
or other great crisis. It is within his power, too, 
to control foreign relations, recognize foreign 
governments, make treaties subject to Senate 
ratification and grant pardon. He may recom- 
mend his own legislation and veto the legisla- 
tion of others, subject to the final decision of 
Congress to legislate over his veto. He executes 
the laws and directs the administrative ma- 
chinery. And he leads his party. 

Inauguration of John F. Kennedy as the 35th 
President will leave its own distinctive mark 
on history. And in mutual insurance annals it 
already is recorded that millions of the ballots 
in the precedent-setting election were cast on 
automatic voting machines supplied by a mu- 
tual-insured manufacturer. © 
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WHAT’S AHEAD IN THE MOC 





Phenomenal evolutions of past 60 years 


auger new peaks for ’61 and beyond. 


MOTOR VEHICLE MANUFACTURING AND INSURANCE, industries that 
have been growing together since 1897, will reach new horizons by the end 
of this year. More than 77 million autos, trucks and buses on our roads 
will be covered by insurance policies representing more than $6 billion in 
net premiums written. 

These record vehicle registration and insurance figures began to mount INCREASE IN VEHICLE REGISTRATINS — 
before the turn of the century when a Massachusetts mechanic paid 
$7.50 for $1,000 worth of liability insurance on his one-cylinder car. His 
makeshift auto was indemnified by a policy written on an old teams 
form used to insure horse-and-buggy owners. 

By contrast, today’s automobile and its owner are protected with policy 543,00 
forms as expertly created as the finest of cars. In a single policy, coverages 
are provided on bodily injury liability, property damage liability, medical 48,945,000 
payments, comprehensive loss of or damage to the car, including fire, theft, 
windstorm and collision, plus protection against the uninsured motorist. 

In 1900 there were only 8,000 registered passenger cars on which there 
was a negligible amount of insurance. Mutual insurance entered the auto 
picture in 1907 with the organization in Providence, Rhode Island, of the 
Automobile Mutual Insurance Company of America. By 1920, when vehicle 
registrations approached 10 million, mutual companies were underwriting 
a growing volume of auto theft and fire insurance. Mutual casualty com- Many more autos owned 
panies entered the auto liability insurance field in the mid-’20s, when auto y the insuring public 

, a 3 , ; hiked liability premiums 
production was mounting year by year. With the introduction of autos 0266 alien le OO. 
priced for the average man, insurance became the indispensable companion 
of America’s auto industry. Without insurance, automobiling was entirely 32,453,233 
too risky for the workingman. 

New Hampshire recognized the risks inherent in motoring on crowded 
roads before 1930 and enacted a “financial responsibility” law, a require- 
ment car owners most often meet by taking out auto liability insurance 
covering bodily injury, property and physical damage. Many states have 
since followed New Hampshire’s lead. 

Another trend that points to new vistas for auto insurers is the approach 
of a 1:1 ratio of licensed drivers to registered vehicles. There were 84 
million licensed drivers in 1959, 1.2 for every vehicle. The nation is 
approaching the point where every driver will have a car and a need 
for protective insurance. © 










































Auto liability premiums, 
including policies taken 
on teams, had jumped to 
$32 million in 20 years. 
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Less than $2,000 was paid 
for automobile insurance 
in 1900. Policies were 
written on teams forms. 
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billion in 1959. They 
seem destined to double 
during next 20 years. 


ofOR WORLD? = 
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INCREASE IN AUTO INSURANCE wi,” 73,868,000 


(Estimated) 


55,939,000 


52,966,000 


AUTOMOBILE INSURANCE, which shared meager begin- 
nings with the U.S. motor industry before the turn of the 
century, has grown into a $6 billion a year business es- 
sential to the continuing advance of motoring in America. 
All types of insurance carriers—mutuals, stocks, recipro- 
cals and Lloyds—wrote $6,042,030,000 net premiums in 
1959 for bodily injury liability, property and physical 
damage liability, protection against the uninsured motor- 
ist and medical payments. This premium figure does not 
include all fire, theft, windstorm and collision coverages 
written by casualty companies. Current premiums on auto- 
mobile insurance are 10 times greater than the $666 
million net premiums paid in 1940. State financial respon- 
sibility laws adopted in the late 1950’s have had much 
to do with the rapid increase in automobile insurance 
premiums. One authority estimates that 85 to 90 per 
cent of U.S. autos are covered by liability insurance. 


sources: Alfred M. Best Company, Best’s Insurance Reports 
Bureau of Fublic Roads, U.S. Department of Commerce 





A NEW AMERICANK 


Skating rinks are building for big new business 


as an old Sport zooms in public favor. 





Sandra Stewart cashed in on 
the ice skating boom by win- 
ning the Miss Chicago title 
with a combination of beauty 
and figure skating. Her in- 
structor is Michael Kirby, 
who operates a chain of skat- 
ing schools in U.S., Canada. 


—> 
Marriott Motor Hotel, Wash- 
ington, D. C., built its new ice 
rink over the swimming pool. 
Philadelphia’s new Marriott 
uses its rink refrigeration 
for summer air conditioning. 


ET 


Burge Ice Machine Company 


<— Unlike many other participant sports, skating often brings 
out the entire family. Kirby encourages togetherness on the 
ice by setting aside Saturday nights for family skating only. 


Michael Kirby Ice Skating Schools 


==> 
Instructor Richard Rasmussen puts a beginners’ 
class through its paces at a Chicago rink. Stu- 
dents. enroll for 18 weeks, pay about $2 a week 
for one-hour lessons. But practice time is free. 





NICE AGE 








A TOWHEADED five-year-old took three wobbly 
steps on the ice, clutching the rail as if it were 
a life line. Then, his confidence gone, he sat 
down abruptly on his skates and wailed dis- 
consolately for mother. 

Nearly a million youngsters like him got ice 
skates for Christmas, and he’s not the only one 
to get cold feet the first time on the ice. Yet 
before his first one-hour lesson was over, he 
was clumping along behind his instructor with 
the rest of the tots, waggling his fingers and 
chanting “march, march, march, march” in reg- 
ulation 4/4 time. At the end of the semester 
next April, he will have skated 18 Thursday 
afternoons at Michael Kirby’s Ice Skating School 
in Chicago’s suburban River Forest, and he may 
even continue right through the summer and 
fall to next Christmas. By that time perhaps 
another two million or so beginners of all ages 
will join him and the six million who already 
skate, many on the country’s 400-plus ice rinks. 

That’s how fast ice skating is growing—and 
the construction of new rinks is growing even 
faster. History will be made in 1961 when new 
rinks in Honolulu and Biloxi, Mississippi, give 
all 50 states at least one all-weather patch of 
skaters’ ice. Alaska already has two. Well over 
100 rinks were built last year alone, more than 
the total number in operation only 10 years ago. 
Some, like Detroit’s new Cobo Hall, are multi- 
million-dollar centers where ice skating is only 
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Michael Kirby Ice Skating Schools 


Up in the air, junior birdman! Spectacular splits like this 
require hours of patient practice, but most skaters say they 
began having fun right from their very first day on the ice. 


an added attraction. But most are being built 
as major entertainment facilities in their own 
right by municipal park districts, private oper- 
ators, shopping centers, motels, colleges, bowl- 
ing centers and kiddie parks. Together, they 
will take in more than $70 million. 

The new Ice Age began with the advent of 
artificially-frozen rinks, which made skaters 
independent of the vagaries of the weather and 
enabled the sport to spread below the Mason- 
Dixon line. Six major construction firms now 
specialize in building and equipping ice facilities 
of all kinds, from portable outdoor skating rinks 
to elaborate indoor palaces for professional ice 
shows, hockey and curling. A survey by Chi- 
cago’s Burge Ice Machine Company indicates 
about half the rinks now being built are the 
indoor type, and about 20 per cent of them now 
stay open summer and winter. 

Rinks come in all sizes and shapes, but the 
typical dimensions are 85 by 185 feet—big enough 
to accommodate a full-sized hockey field. A 
sheet of ice one and a half to two inches thick 
is provided by a network of about 12 miles of 
one-inch steel pipe that circulates six million 
quarts of cold brine per day. The pipes are 


covered with sand, cement or wood, and the. 


rink owner sprays water over them to build up 
the ice. 


It takes a lot of refrigeration to keep an ice 
rink in good condition—about $80,000 worth 
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A New American Ice Age 


for the typical rink. Cooling units come in more 
than 40 sizes, shapes and types, but most of 
them work much like a household refrigerator 
by alternately compressing and expanding Freon 
gas or ammonia to absorb heat from the brine. 
These units have been getting more compact 
and easier to operate each year, so that a 
trained engineer is no longer required. 

Philadelphia’s new Marriott Motor Hotel plans 
to use its rink equipment for skating in the 
winter and for air conditioning in the summer. 
Other double-duty rinks include several with 
portable floors built over swimming pools, and 
dozens of others converted from baseball dia- 
monds and other summertime playing fields 
into winter ice skating facilities. Wilmette, Illi- 
nois, Recreation Board, for example, installed a 
$105,000 portable rink on its village green in 1956 
by floating a bond issue and selling family mem- 
berships to retire the bonds. 


Rinks Are Well Protected With Insurance 

Investments for commercial rinks can run 
considerably higher, but insiders say no com- 
mercial ice skating facility has ever been known 
to lose money. Most of them charge 55 to 170 
cents admission for children, 70 cents to $1 for 
adults, and a big one can accommodate up to 
2,000 skaters at one time. 

“On weekends, the problem usually is too 
many customers,” observed one rink owner, re- 
peating the industry’s maxim that “no rink 
in the country is big enough on Fridays, Satur- 
days and Sundays, and no rink is small enough 
on Mondays, Tuesdays, Wednesdays and Thurs- 
days.” 

These peak crowds, plus the inherent hazards 
of falls and cuts, make injuries to skaters the 
most troublesome insurance problem a rink 
owner faces. Burge’s John Heinzelman, Jr., esti- 
mates the average rink pays about 6 per cent 
of gate receipts for public liability insurance. 

Rink owners hope to reduce both accidents 
and their insurance rates through the Ice 
Skating Institute of America, formed last July 
to promote the sport and to pool their safety 
experience. The group is now considering pool- 
ing its liability insurance risks as well by means 
of a group policy, much the same way amuse- 
ment park owners have already done (‘Hair- 
Raising—But Safe,” May, 1960, JouRNAL oF 
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AMERICAN INSURANCE). Property values, includ- 
ing the expensive refrigeration machinery, are 
covered under standard fire and extended cover- 
age policies. Because so much of their income 
is taken in seasonally, some rink owners also 
carry business interruption insurance to protect 
their profits in case a fire, windstorm, power 
failure or other physical hazard should make 
the ice unusable for long periods. 

To the sport’s fast-growing throngs of skating 
enthusiasts, a breakdown at their favorite rink 
would be a social catastrophe of major propor- 
tions. Rink owner David Comb of Belmont, Cali- 
fornia, says “a skating rink is many things to 
many people. Some come to it for exercise, some 
to reduce, some to become proficient in the art 
of figure skating, and some just for the fun of 
it.” 

Whatever the reason, skating’s appeal is age- 
less. Gray-haired grandmothers mingle with 
pig-tailed youngsters on the public rinks, and 
some continue to enjoy the sport into their 80s 
and 90s. 

Michael Kirby, who operates a chain of highly 
successful skating schools in suburban Chicago 
and in Toronto, Canada, reports 60 per cent 
success with tots as young as 3. About 70 per 
cent of his students, however, are between 6 and 
12, and he insists that “anyone who can walk 
can skate. 

“A lot of people say they have ‘weak ankles,’ 
but there’s nothing to it,” he says. “The reason 
some people have trouble keeping their balance 
is that their boots don’t fit. They’ll buy them 
two sizes too big to accommodate thick socks, 
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Indoor rink at Middlebury College in Vermont is used 
public skating as well as competitive ice hockey. Pip 
circulates cold brine under the floor to maintain the ic 











and they simply don’t get the support they 
need.” 

Kirby opened his first school in River Forest, 
Illinois, in 1953, after 10 years of stardom with 
Sonja Henie and Barbara Ann Scott in the 
glittering Ice Follies and the Hollywood Ice 
Revue. Previously, skating instruction had been 
mostly a matter of individual tutoring for per- 
sons interested in professional figure skating, 
and the cost seldom ran less than $10 an hour. 
Kirby had an idea there were thousands of 
people who would be interested in simply learn- 
ing to skate if the cost could be reduced. He 
managed to pare it down to about $2 an hour 
by building small skating studios and offering 
group lessons after the successful format of 
the dance studios. The idea was an immediate 
success, and has since spread to more than 50 
skating schools across the nation. 

Today the Kirby studios offer 25 different 
skating courses, including instruction in the 
Samba, Viennese and other dance steps on ice 
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for adult classes. Children and adults can ad- 
vance from elementary lessons in how to fall 
down to proficiency in jumps, spins and spread 
eagles. 

“Skating is a peculiarly individual sport,” 
says Kirby. “You can set your own pace, and 
there’s nobody to beat.” 

Kirby keeps his students entertained with ice 
parties, fun nights, visiting celebrities and an 
annual benefit ice carnival that rivals some 
of the professional shows. Students of all ages 
strut their stuff for admiring parents and 
friends, and Michael and Nora Kirby put on a 
revival of the dazzling performances that once 
carried them into the biggest arenas in the 
country. 

They met and married while starring together 
in the Hollywood Ice Revue, and now have a 
sizable start on a show of their own: seven little 
Kirbys—all doing their bit to make the “‘Skater’s 
Waltz” the nation’s theme song in this new 
American Ice Age. © 
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KANSAS CITY was asleep that warm May eve- 
ning, three and a half years ago, when a howl- 
ing tornado descended on suburban Ruskin 
Heights and snuffed out 39 lives. 

In the desperate hours that followed, Mayor 
H. Roe Bartle issued an emergency call for 
bulldozers and other heavy equipment to aid 
the search for survivors amid the suburb’s 
splintered buildings and tangled utility wires. 
But telephone service was disrupted, nobody 
was quite sure where the equipment could be 
found, and the mayor’s request went unfilled as 
the night of confusion dragged on. A group of 
highway contractors finally heard of the need 
and provided men and machines to help allevi- 
ate human suffering and hold down property 
damage. 

Although their performance was creditable, 
contractors in the Kansas City area felt after- 
wards that it hadn’t been good enough—they 
had not been on the scene in force when their 
community needed them most. One of them, 
Robert Hoover of the Kansas City Bridge Com- 







































Associated General Contractors of America 
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Montana Contractors Association 


Montana contractors helped rescue 250 persons 
trapped when a severe quake tumbled this giant 
landslide into their camps along Madison River, 
Yellowstone National Park, on August 17, 1959. 


pany, was asked if something couldn’t be done 
to coordinate their efforts in the event of any 
future emergency. He agreed to try, he wryly 
admits, because “I am an incurable, albeit se- 
lective, do-gooder.” 

The result was Plan Bulldozer, a voluntary 
program for disaster relief that is now spreading 
throughout the nation under the sponsorship of 
the Associated General Contractors of America. 
More than 30 of the AGC’s 125 local chapters 
have already put Plan Bulldozer into effect by 
setting up permanent disaster relief staffs. 

Each of these staffs is authorized to make 
available the resources of all participating con- 


Even before Plan Bulldozer was organized, AGC con- 
tractors often aided stricken communities. Machine 
shown here was provided to help clean up streets 
of Yuba City, California, after its big 1955 flood. 


Members of the AGC’s Houston chapter supplied heavy 
cranes and volunteer workers to participate in the 
search for victims of the disastrous Texas City ship 
explosion that claimed 550 lives. The year was 1947. 
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tractors whenever a nearby community’s public 
defenses are overwhelmed by a tornado, hurri- 
cane, earthquake, snowstorm, forest fire, flood 
or other disaster that threatens lives and prop- 
erty. The contractors consider these emergency 
services a public duty and are prepared to serve 
24 hours a day until the emergency is under 
control, without charge if necessary and without 
pestering harrassed officials for detailed in- 
structions. 

Although contractors had always responded 
to distress calls on an individual basis, Plan 
Bulldozer almost failed before it ever got started 
because existing insurance policies were not 
broad enough in most cases to cover the enor- 
mous hazards of disaster relief work. Under- 
standably, the contractors were reluctant to 
commit themselves in advance to accept un- 
known risks that could bankrupt them. 

“From the start, I realized that any contractor 
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Caterpillar 


One week later, the Montana Contractors Association 
poured in 150 men and $3 million worth of equipment 
to slice an emergency spillway through the landslide. 
Corps of Engineers feared a break might cause floods. 


undertaking to make available his equipment 
and personnel for a disaster fight could easily 
incur extraordinary liability for personal in- 
juries and property damage,” Hoover told the 
JOURNAL. “Consider, for example, the contractor 
who is instructed to destroy private property 
to create a fire break in a major fire fighting 
operation. The owner’s permission is called for, 
yet in an emergency, action must often precede 
any written agreement. 

“Widening inquiries revealed the apparent 
total absence of any insurance that would re- 
liably protect the contractor in just this situa- 
tion. By then, the plan had progressed to where 
the lack of insurance became a major obstacle 
to its completion and implementation.” 

















Bulldozers to the Rescue 


Then, in January of 1958, an event occurred 
which Hoover calls “the turning point in making 
Plan Bulldozer a reality.” A friend introduced 
him to Leslie Lancaster, district manager of the 
Liberty Mutual Insurance Company in St. Louis. 
Hoover told him the whole story, and came 
away with the promise that Liberty would not 
only provide the insurance needed for Plan 
Bulldozer, but would also bring his request to 
the attention of other mutual companies through 
the Mutual Insurance Rating Bureau. 

Thus began several months of researching, 
designing and drafting a new insurance cover- 
age—a process only slightly less complicated 
than Detroit’s efforts in producing a new auto- 
mobile. Liberty conferred repeatedly with Hoover 
and other AGC representatives; other mutual 
companies joined in to steer the matter through 
the rating bureau; and these companies labored 
with the bureau’s own staff to draft the actual 
coverage and to establish rates based on their 
expert judgment of the insurance risk involved. 


Insurance Plan Assured Start of Program 


In the end, the bureau was able to trim the 
cost to about $85 a year per contractor for $250,- 
000 worth of liability coverage against property 
damage, and $15 a year for a $100,000/$200,000 
liability policy against personal injuries incurred 
while participating in Plan Bulldozer. In addi- 
tion, each contractor was to pay a combined 
charge of $2.50 a year for each bulldozer, crane, 
power shovel and other power equipment which 
would be used in the event he were called upon 
to move into a disaster area. AGC chapters, 
which also could be held liable for their mem- 
bers’ mishaps, were to be charged a flat $50 a 
year for the same coverage limits of $100,000/- 
$200,000 and $250,000. 

With the insurance obstacle out of the way, 
Plan Bulldozer finally was launched in the sum- 
mer of 1959, more than two years from the day 
Hoover had agreed to tackle the job. Several 
AGC chapters promptly adopted the plan. It 
was to justify its long and difficult birth within 
less than two months. 

On August 17, the third most severe earth- 
quake in U.S. history hit Montana’s Yellowstone 
National Park, tumbling campers out of bed 
and hurling 50 million cubic yards of rock into 
their campsites along the Madison River. Some 
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250 persons were trapped in the river gorge be- 
tween the gigantic slide and the sheer walls of 
Hebgen Dam seven miles upstream. 

The Montana Contractors Association immedi- 
ately put Plan Bulldozer into effect and began 
pouring in all available men and equipment to 
carve out a new road along the face of the 
ravine. All 250 persons were brought out before 
the end of the day, despite continued shocks 
that threatened to shake loose new slides or 
shatter Hebgen Dam and drown rescuers and 
campers alike. Their job done, the contractors 
quickly pulled out of the danger area—only to 
be called back a week later when a second 
disaster threatened. The Army Corps of En- 
gineers feared the newly-formed “Quake Lake” 
would break through the slide barrier and flood 
the valley beyond, unless an emergency spillway 
could be cut through in time to relieve the 
water pressure. 

Some contractors pulled their equipment off 
jobs 300 miles away to take part in a round-the- 
clock race that was to last two weeks. J. W. 
Marlow, secretary-manager of the Montana Con- 
tractors Association, estimates that $3 million 
worth of equipment was on the job at the height 
of the emergency, including 23 bulldozers, 21 
dump trucks of 22-ton capacity, three power 
shovels and five front-end loaders. 

More than 150 construction workers risked 
their lives in the ravine, which continued to 
quake and slide as they sliced out a mile-long 
spillway and lined it with 10 feet of rock to 
prevent it from washing out. Since equipment 
operators could not distinguish between the 
vibrations of their machines and the earth 
tremors, they improvised a safety gauge by 
stacking three boulders one on top of the other. 
Their instructions were to get out if the top 
boulder fell. But the boulders stayed put, and 
the job was completed without mishap. 

Plan Bulldozer’s spectacular success at Yellow- 
stone, and the protection it affords communities 
elsewhere, is a tribute to the public-spirited 
contractors who originated the idea and carried 
it through. Mutual insurance companies are 
particularly proud of their creative role in bring- 
ing the plan to life, for it continues an old 
mutual tradition. Benjamin Franklin started it 
more than two centuries ago when he organized 
a disaster plan to fight fires in Philadelphia— 
and solved a similar lack of financial protection 
by founding the nation’s first successful insur- 
ance company. © 
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Super-sensitive Ultrasonic device will even 
give warning of a kitten in protected area, 
as demonstrated here. Invented 10 years ago, 
Ultrasonic employs Doppler effect of changing 
sound waves between source and moving ob- 
ject. It will also detect hot air caused by fire. 
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“BURGLARS,” says an ex-FBI man, “need only 
two things: the right tools and enough time to 
use them. And since we can’t stop them from 
getting tools, the best we can do is cut their 
working time.” 

This dictum expresses well the philosophy of 
modern plant security, an electronic-age science 
that thwarts thieves and cuts fire losses by using 
automatic detection and alarm devices. In a 
properly protected plant or mercantile business 
neither intruders nor fires can get started with- 
out being discovered and reported. 

So sensitive are the new plant protection de- 
vices that even a stray cat has put an entire 
police department to work by tripping an alarm. 
Burglar alarms were once activated only if 
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Sense and Science 


for Plant Security 












doors were opened, windows cracked, safes dis- 
turbed or electric eye circuits broken. Now the 
very presence of an intruder, his breath, his 
motion, or any sound or vibration will set off 
a monitored alarm and put guards into action. 

One of the first steps toward subtle detection 
devices was the electronic eye, an invisible infra- 
red beam developed more than 20 years ago by 
Maxwell Lindsay, chief engineer of the Ameri- 
can District Telegraph Company. ADT, which 
pioneered the burglary alarm field 87 years ago, 
now protects nearly $8 billion worth of property 
in 70,000 businesses and plants. 

One of the most fantastic and useful detec- 
tion devices is Telapproach, a system that re- 
ports the entry of any person into an area 
covered by electro-magnetic waves. Telapproach 
is often installed in safes or vaults to operate 
during non-business hours. Before a safe-cracker 
even lays hands on the protected unit, his 
presence has alerted the police. Telapproach 
is one of several new burglar and fire alarm 
systems that have been tested by Underwriters’ 
Laboratories and approved for maximum dis- 
counts on burglary insurance premiums. 
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American District Telegraph Company 
Operators in central station of American Dis- 
trict Telegraph Company are on 24-hour duty 
to read signals on fire alarm tapes and panels 
in background that receive burglar alarms. If 
alarm is tripped in protected plant, guards, 
police are quickly dispatched to investigate. 


inaudible sounds transmitted by Ultrasonic 
are disturbed by intruder, triggering silent 
alarm. Radar is also used with good effect, 
especially in rooms with working machinery. 


Television, which brings contrived crime 
stories into millions of American homes, plays 
a daily role in actual cops-and-robbers episodes. 
Closed-circuit TV is the key to a complete plant 
protection system designed recently by Minne- 
apolis-Honeywell Regulator Company. From a 
central control panel within a plant, a single 
guard watching a television screen may check 
all rooms and use remote control switches to 
open and close distant doors and gates after 
viewing those who seek admission. Company 
officials estimate that use of the system will cut 
plant protection costs for U. S. industries by 
40 per cent, or more than $100 million. Such 
installations will cost between $1,000 and $200,- 
000, but they are seen as bargains for firms 
which lost an estimated $600 million to thieves 
last year. 

However omniscient the new detection devices 
may be, insurance underwriters are quick to 
point out that alarms are worthless if nobody 
heeds them. Burglars quickly learned to muffle 
“local” alarms that might be answered, and they 
also discovered that neither passers-by nor 
police pay attention to clanging burglar alarms. 
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Some retail stores even adopted the practice of 
letting their alarms ring to attract attention 
to their wares. Today nearly all burglary and 
fire alarms are connected either to central 
watch stations or municipal fire and police head- 
quarters. Careful supervision, testing and main- 
tenance of these alarm circuits are essential and 
basic to plant protection. 

The Mutual Insurance Rating Bureau recog- 
nized this when it set up credits on fire insur- 
ance rates for buildings with various kinds of 
alarm protection. Only two per cent credit is 
allowed an unsprinklered building with thermo- 
stats and a local alarm; eight per cent is allowed 
for a proprietary system connected to the local 
fire department; fourteen per cent credit is 
allowed for an auxiliary system checked by fire- 
men. Most credit—20 per cent—is allowed for 
an ADT or other central station alarm system. 

Regardless of the effectiveness of alarms, the 
old reliable night watchman or roundsman has 
not been the victim of automation. Many aspects 
of plant protection demand not only the con- 
tinuing vigilance provided by automatic alarms, 
but the human intelligence and common sense 
of trained guards. Watch services providing 
guards point out that a sensitive nose can often 
detect a fire long before it is hot enough to 
trip a thermostat alarm. Moreover, they say, 
electronic systems are far less flexible than 
guards who can keep burglars off-balance by 
varying the time and direction of their rounds. 

Watchmen in industrial plants are important 
to mutual insurance in another way: They regu- 
larly check safety hazards that cause workmen’s 
compensation claims. Pinkerton’s National De- 
tective Agency, which provides watch services, 
instructs its men to look for 15 hazards. These 
include slippery floors, tripping hazards, in- 
adequate lighting, loose handrails, overheated 
motors, defective ladders and scaffolding, and 
dangerously piled supplies or equipment. 

Plant security has become so important to 
insurance companies and their clients who pur- 


Trained, full-time guard checks 
shipment as it leaves plant. It 
is just as important to guard raw 
material and finished products as 
cash. Plant security programs 
must counter employee dishonesty 
while guarding premises against 
entry by outsiders. Discounts on 
burglary and fire insurance are 
offered to well-protected plants. 





Central Watch Service 


Alert watchman checks employee 
entering plant after business 
hours. Watchman’s clock permits 
him to send regular “‘all’s well” 
signals to central watch station 
and records his rounds. Safety 
checks are made throughout plants 
by night watchmen trained to see 
hazards that might cause injuries. 
New signal devices permit watch- 
men to sound burglar alarm even 
if they are not near alarm box. 





Two Photos American Mutual Liability Insurance Company 


chase crime insurance policies that such in- 
surers as American Mutual Liability Insurance 
Company give insureds security suggestions. In 
addition to alarms and watchmen, American 
Mutual suggests such precautions as armored 
car service for payrolls and other large cash 
shipments; ‘“burglarproof” chests and safes; 
carefully prescribed methods of handling prop- 
erty, and employee identification systems. 
That management pays too little attention 
to crime loss control is proved by FBI crime 
reports for the first six months of last year. A 
9 per cent rise in all crimes was paced by a 12 
per cent rise in burglaries and a 13 per cent 
increase in robberies over the same 1959 period. 
Despite old-fashioned common sense and new- 
fangled science put to work for plant security, 
much remains to be done. © 





























Executive changes combination on 
safe at regular intervals. He’ll 
secure written record of numbers 
to thwart insiders bent on thiev- 
ery. Substantial safes are prime 
aids to plant security, but those 
used should bear Underwriters’ 
Laboratories seal of approval. 


































































BOYHOOD’S 
BIG BUSINESS 


insurance protected, 


serve 34 million households datly. 


IT ISN’T VERY OFTEN that young Logan 
Campbell is late with his Bangor, Maine, news- 
paper route. But he was unusually tardy one 
day recently—and with good cause. When he 
arrived at his newspaper pickup station he 
found a big black bear lounging comfortably 
atop the stack of papers. Logan simply waited 
out the bear and when it wandered off into 
the woods, the youngster dutifully made his 
deliveries. 

This, obviously enough, is not a typical prob- 
lem which confronts our nation’s 700,000 news- 
paperboys—even those delivering the news in 
bear country. But it is typical of their responsi- 
ble attitudes in seeing that subscribers get their 
favorite newspapers. 

These youngsters deliver more than 80 per 
cent of all the newspapers printed in the United 
States. Last year nearly 34 million households, 
or two out of every three families, had daily or 
Sunday papers delivered to their doors. 

If it isn’t a black bear plaguing these young 
businessmen, it might be a snowstorm, an un- 
friendly dog, a flat bicycle tire or a gang of 
young baseball enthusiasts in dire need of a 
strong pitching arm. These obstacles are not 
always easy to overcome, but the newspaper- 
boys have established a reputation of punctual- 
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More than 700,000 newspaperboys, 





Billy Tynan’s customers got the expertness of a 
Little Leaguer’s delivery, but like all newspaper- 
boys, he puts business before his boyhood pastimes. 


ity that would make many adults blush with 
shame. 

Most of these carriers are independent con- 
tractors. That is, they buy their newspapers at 
wholesale rates and sell them to their customers 
at retail prices. Their margin of profit, though 
slight individually, reaches an impressive an- 
nual total of some $350 million. 

In addition to providing an essential service 
in their communities, the boys are developing 
qualities certain to help them in their adult 
lives. They must keep accurate records, pay 
their bills, make collections (their most difficult 
task), and meet problems as they arise, like 
all other businessmen, while foregoing many of 
their boyhood pleasures and pastimes. 

It would be impossible to list all of the suc- 
cessful adults who were former newspaperboys. 
They’re found in all walks of life—in politics, 
science, business, government, the arts. Today’s 
exception is the man who climbed the ladder of 
success without the childhood experience of 
carrying a newspaper bag. 

Along with developing good business tech- 
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a One of the traits acquired by carriers is the 
: ‘ability to improvise, just as young Wilova Ross 

is doing here with an old baby stroller. Later, 
d his venture into business may bring that bike. 





Snow is just one of the many 
occupational hazards encoun- 
tered by newspaperboys. Jim- 
my Kirby, with the help of his 
sister, made deliveries and 
helped snowbound motorists. 


Nation’s 700,000 newspaper- 
boys might be glad to trade 
places with John Beeson, a 
rural carrier who totes his 
papers in a saddle bag. Do- 
ing heavy work is “Trigger.” 


niques, the newspaperboy learns another valu- 
able lesson in life, that of being insured against 
accidental injuries. Each week most of the boys 
receive a bill for their newspapers. Added to 
this is the cost of insurance, usually about 25 
cents a week. 

Most policies protect the youths around the 
clock, pay for hospital rooms, X rays, private 
duty nursing, fracture repairs, ambulances, anti- 
rabies treatments and medical expenses. Policies 
also cover accidental loss of life, eyes, hands, 
feet and provide liberal benefits for dread 
disease expenses. 

A large metropolitan newspaper recently paid 
a $15,000 settlement to one of its carriers who 
had been struck by an auto while making his 
collections. This particular paper didn’t offer 
its newspaperboys an insurance plan then, but 
it does now. 

Once his financial obligations are taken care 
of, the newspaperboy saves his profits for col- 
lege, helps his family meet expenses or maybe 
even buys a bicycle. Chances are there were 
some 700,000 mothers and fathers who received 
modest gifts this past Christmas, paid for by 
carrier boys’ profits. 

Although most newspaper subscribers take 
their delivery boys for granted, hundreds of 
families throughout the country will be forever 
indebted to them. In the rounds of delivering 
papers, they have done their share of saving 
lives, locating lost children, protecting property 
—even helping mothers during childbirth. 

A young Texas carrier on his early morning 
route noticed smoke pouring out of a sub- 
scriber’s home. The boy forced his way into 
the house, roused the father, mother and chil- 
dren, then called the fire department. He apolo- 
gized to his customers on the remainder of his 
route for being late. 

Newspaperboys have demonstrated their readi- 
ness to tackle almost anything. Typical is what 
took place in a small Wisconsin town where an 
elderly subscriber had a favor to ask of her 
newspaperboy. Her eyesight was failing, she 
explained to the lad, and she was concerned 
over her pet cat. It seems that she made a 
habit of cutting the feline’s toe nails and was 
no longer able to do so. The young merchant, 
not one to refuse a customer, became quite 
expert at the art of giving manicures to cats. 
This boy, too, apologized to his other customers 
for the slight delay. But he made sure the cause 
didn’t get back to his friends. © 
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American Motors Corporation 
American Motors’ Rambler, represented by this Rambler Class- 
i¢ station wagon, pioneered the compact field in the mid ‘50s 
when other cars were growing longer, more elaborate. Sales 
of compacts have been attributed by psychologists to feelings 
of guilt about American ostentatiousness bothering car buyers. 


INQUEST 
on the 


COMPACTS 


Here are the pros and cons 


on insurance factors 


in models bidding for 
half the ’61 market. 


Swedish Volvo was one of the successful imports that forced 
American auto makers to swing to compacts. Billed as “family 
sports car,” the Volvo has maneuverability and economy that 
compacts seek to match. Sales of all imports, except Volks- 
wagen, have dipped sharply since Se. 





pacts as large os standard autos. ‘Other new tompacts this 
year are Oldsmobile’s F-85, Pontiac’s Tempest and the Dodge 
Lancer. Se CI SOUR Sopeet no. 


THIS IS THE BIG YEAR for American-made 
compact cars, the year in which “economy-size”’ 
autos may capture half of the new car market 
and complete a motor world revolution that 
began only four years ago. 

Last year compacts captured 35 per cent of 
6.5 million new car sales; small imported cars 
accounted for another 7 per cent. George 
Romney, president of American Motors and 
granddaddy of the compact car movement, 
predicts that sales of U. S. economy cars will 
equal standard car sales in 1961. By 1963, 
Romney claims, three out of four cars sold will 
be compacts. 

Ultimate effect of the compacts, notably on 
insurance rates, will not be Known until the 
1961 model year is over and underwriters are 
able to study the evidence. Some effects of the 
new-size American cars are already known. 

The first to feel a difference were foreign 
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this Chrysler Corporation Valiant, are based on supposition 
that they will be involved in fewer and less costly accidents 
than standard cars. This may not be borne out by loss ex- 
perience if compacts continue to grow in size and power. 





auto makers and their distributors. In 1959 
car imports reached a peak of 668,000. But 
imports began to decline as early as August 
of that year when Valiant, Comet, Falcon and 
Corvair entered the U. S. compact field already 
occupied by Rambler and Lark. Only Volks- 
wagen, with 150,000 sales in 1960, was able to 
buck the trend from imports to American 
compacts. 

Oil company executives are already studying 
market prospects for 1965 when as many as 16 
million compacts may be on our roads burning 
less gas per mile than their big brothers. 

State and city governments have begun to 
feel the pinch of declining revenues from low 
license fees and reduced gas tax collections. 
During the first seven months of 1960, Illinois 
collected only 2.8 per cent of its license revenue 
from 26 per cent of its autos entitled to low 
fees. Chicago, which collects a portion of gas 
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showing effects of « collision between Corvair and a Chevrolet. 


tax funds and its own license fees, expects to 
lose $3 million in revenue this year because of 
the influx of low horsepower economy cars. 

Parking lots, on the other hand, have been 
aided by smaller cars and many now offer dis- 
counts for economy cars and charge premium 
rates for long, finned mammoths. 

And the auto industry itself may have been 
saved by the coming of the compacts. After a 
big sales push in 1955, new car deliveries lagged 
little by little each year. Though compacts have 
all but ruined the used car business, they have 
given a needed boost to the sales of the “Big 
Three” makers in Detroit who find them twice 
as easy to sell as standard cars. 

Insurance companies, however, are not so 
lucky as their business friends who can size up 
the compacts at a glance. Rating for liability, 
collision, fire and theft insurance coverages 
has always been a challenge to underwriters. 














Inquest on the Compacts 


New risk problems introduced by compacts make 
the chore more difficult, especially when so little 
evidence is available on collision effects, repair 
costs, passenger protection and accident inci- 
dence of economy cars. 

A tentative step toward just rates for bodily 
injury and property damage liability coverages 
for compact car owners was taken by the Mutual 
Insurance Rating Bureau in March, 1960, when 
it granted a flat 10 per cent discount on seven 
American-built compacts and more than 30 
small foreign autos. But this discount may not 
apply to the larger “luxury compacts” intro- 
duced this year. It may not prove to be war- 
ranted for U. S. compacts, either, because it 
was based primarily on loss experience with 
small foreign cars whose horsepower is rated 
at 35 to 85. 

Towing coverages, of course, are as expensive 
for the insurer whether the insured drives a 
tiny Volkswagen or a huge Cadillac. But fire 
and theft rates, based on original cost of the 
auto, have been lowered for compacts. Never- 
theless actual costs of compact cars are not 
accurately reflected by factory prices, which 
average $350 less than standard cars. Dealers 
will give greater discounts on standard cars, so 
the difference is often less than $200. Insiders 
in Detroit concede that compacts cost just as 
much to make as low-price standard cars, thus 
dealers are allowed less latitude for trading and 
discounts. 

Crucial to the determination of fair rates 
for compact insurance is the cost of repairs. 
Auto makers generally tell the public that they 
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Welded single-unit construction, 
the economy secret of compact car 
production, cuts excess weight, 
provides additional strength and 
reduces squeaks and rattles. This 
Rambler body requires 9,000 welds 
that complicate collision repairs. 
An important question for insur- 
ance: Will unit construction cut 
bodily injury claims by affording 
improved passenger protection? 
Experience with 1961 models will 
ae answer this and other questions. 
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can expect to save on repair and maintenance 
costs and cite as proof comparisons of parts 
prices. Unfortunately the cost of parts is not 
nearly the full story of repair costs. Labor, easily 
the biggest single element in repair bills, is as 
costly for compacts as for standard cars. In 
fact, until mechanics and body and fender men 
learn to work efficiently with the new cars, labor 
costs may be higher. 

Complicating the repair cost picture is the 
use of rigid unitized construction in most U. S. 
compacts. Although single unit construction 
has many advantages over frame-body design, 
it has proved to be difficult for body shop 
workers used to repairing conventional bodies. 
Insurers have had to pay excessive charges 
for simple body damage that has confounded 
repairmen. 

Insurance men are now asking whether com- 
pacts, as intended, are being used as “second” 
cars. They question whether compacts are being 
driven more slowly as “economy-minded” motor- 
ists would do. They are waiting to see whether 
unitized construction proves to be better “pas- 
senger packaging” and reduces bodily injury 
claims. 

Final answers to these questions are not 
needed to establish that compacts have reversed 
the trend of mounting auto parts costs that 
began after World War II. Gone are the tail 
fins, elaborate chrome, longer bodies, wrap- 
around windshields and other frills that in- 
creased repair and insurance costs. It is true 
that compacts are becoming more elaborate 
and standard cars more modest. Perhaps they 
will reach a sensible happy medium that will 
makes the lives of insurance underwriters a 
little easier. 0} 
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Commissioner Hartley F. Rob- 
erts’ division oversees 430 
companies yielding annually 
$2.5 million premium taxes. 


EVEN A GIANT commonwealth 
could be proud of doing what the 
Tom Thumb state of Rhode Is- 
land is achieving industrially. 
Time thus has worked miracles, 
for the state once sought to re- 
main a restricted, tight little 
colony. That was in 1729, when 
Rhode Island attempted to bar 
new blood by forcing ship cap- 
tains to post £50 for each immi- 
grant from any place other than 
England, Ireland, Jersey and 
Guernsey. 

Now the state is recruiting new 
blood and more industries in an 
industrial development program 
whereby tiny Rhode Island has 
outdistanced both New England 
and the nation, proportionately, 
in job gains. Pacemaker has been 
electrical equipment manufac- 
turing in which Rhode Island has 
made a 71 per cent job increase 
as compared with gains in the 
range of 20 per cent for Massa- 
chusetts, New England and the 
nation. Rhode Island also is 
thriving on healthy gains in vari- 
ous other industries. 

Recent dedication of the world’s 
first fully automated post office 
at the West River Industrial Park 
in Providence dramatizes Rhode 
Island’s new era of industrial 
greatness. The company which 


created the post office, leased to 
the government, is only onerof 
nine located at West River; a 
second industrial park has been 
started by Providence. 
Hand-in-hand with its indus- 
trial development, Rhode Island 
has launched an accelerated $200 
million highway program, is mod- 
ernizing its schools and hospitals, 
is operating fine port facilities 
in the Narragansett Bay and has 
built 40,000 new dwellings during 
the past 10 years for its citizenry, 
representing people of more than 
20 different national origins. 
Insurance has been in the fore- 
front of this progress as a par- 
ticipant in 100 per cent financing 
which Rhode Island offers new 
industries. Insurance companies 
and banks are putting up the 
money through the Business De- 
velopment Company of Rhode Is- 
land. Joined in this financing 
program are the Rhode Island 
Industrial Building Authority and 
the industrial foundations in the 
state. In less than two years since 
its establishment, the Industrial 
Building Authority has guaran- 
teed mortgages of $11 million 
representing more than 1.2 mil- 
lion square feet of new manufac- 
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turingyspace costing almost $13 
million; 

Under. the jurisdiction of Com- 
missioner Hartley F. Roberts’s 
division, some 430 insurance com- 
panies, with assets of $311 billion, 
are authorized to do business in 
Rhode Island. These companies, 
including 90 mutual fire and 
casualty companies, are paying 
Rhode Island about $2.5 million 
annually in premium taxes. In 
fire and casualty coverages, the 
90 mutual companies paid direct 
losses of more than $8 million to 
Rhode Island policyholders dur- 
ing the most recent year of 
record. 

Commissioner Roberts has been 
in insurance ever since he gradu- 
ated from Brown University in 
1919. He was appointed commis- 
sioner January 19, 1959. He also 
farms, conducts a lumbering 
business, is an ardent fisherman, 
wildlife writer and a researcher 
on colonial history. On the na- 
tional insurance scene, he is a 
member of the federal liaison 
and accident-health committees 
of the National Association of 
Insurance Commissioners. © 


Product of the development program, this 
Bostich building, East Greenwich, became 
largest one-story plant in New England. 

















































